COUNTY OF SAN LUIS OBISPO BOARD OF SUPERVISORS
AGENDA ITEM TRANSMITTAL

(1) DEPARTMENT (2) MEETING DATE (3) CONTACT/PHONE
Auditor - Controller - 2/3/2015 Kerry Bailey, 788-2979
Treasurer - Tax Collector
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Submittal of the County of San Luis Obispo’s audited Comprehensive Annual Financial Report (Clerk’s Filed), Single Audit

Report (Clerk’s Filed), Agreed-Upon Procedures Report for the Los Osos Landfill Financial Means Test Certification, and
required communications letter for the Fiscal Year Ended June 30, 2014. All Districts.

(5) RECOMMENDED ACTION

It is recommended the Board receive, review and file the County of San Luis Obispo’s Comprehensive Annual Financial
Report (CAFR), the Single Audit Report, the Agreed-Upon Procedures Report, and the communications letter for the fiscal
year ended June 30, 2014.
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{ } 4/5 Vote Required {X} N/A
(14) LOCATION MAP | (15) BUSINESS IMPACT STATEMENT? (16) AGENDA ITEM HISTORY
N/A No { } NVJA Date: _2/25/2014

(17) ADMINISTRATIVE OFFICE REVIEW
Nikki J. Schimidt

(18) SUPERVISOR DISTRICT(S)
All Districts
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County of San Luis Obispo

TO: Board of Supenisors
FROM: James Erb, CPA Auditor - Controller - Treasurer - Tax Collector
DATE: 2/3/2015

SUBJECT: Submittal of the County of San Luis Obispo’s audited Comprehensive Annual Financial Report (Clerk’s
Filed), Single Audit Report (Clerk’s Filed), Agreed-Upon Procedures Report for the Los Osos Landfill
Financial Means Test Certification, and required communications letter for the Fiscal Year Ended June
30, 2014. All Districts.

RECOMMENDATION

It is recommend the Board receive, review and file the County of San Luis Obispo’s Comprehensive Annual Financial
Report (CAFR), the Single Audit Report, the Agreed-Upon Procedures Report, and the communications letter for the fiscal
year ended June 30, 2014.

DISCUSSION

The County of San Luis Obispo’s Comprehensive Annual Financial Report (CAFR) is mandated by Sections 25250 and
25253 of the Government Code of the State of California. These statues require the County to publish a complete set of
financial statements presented in conformity with generally accepted accounting principles (GAAP) and audited in
accordance with generally accepted auditing standards. We are also submitting the County’s Single Audit Report and the
Agreed-Upon Procedures Report for the Los Osos Landfill Financial Means Test which were prepared in conjunction with
the audit of the County’s annual financial statements performed by the independent accounting firm of Gallina LLP, CPAs.

The primary purpose of the CAFR is to disclose the financial position of San Luis Obispo County as of June 30, 2014,
together with the results of its operations for the 2013-2014 fiscal year. The CAFR is organized into four main sections;
the introductory section, financial section, required supplementary information and the statistical section.

The introductory section, which begins on page one, includes a letter of transmittal, general information on the
government’s structure and personnel as well as information useful in assessing the County’s financial condition.

The financial section begins on page fifteen with an unqualified opinion from the independent auditors, Gallina LLP, CPAs.
This clean bill of health is the auditors’ attestation that the statements are presented fairly and in conformity with generally
accepted accounting principles. Management’s Discussion and Analysis (MD&A) follows the opinion report. The MD&A
provides users of the basic financial statements with a narrative introduction, oveniew, and analysis of basic financial
statements.

The Basic Financial Statements follow the MD&A and represent the core of the CAFR’s financial section. The basic
financial statements include government-wide financial statements, fund financial statements, and notes to the financial
statements. The government-wide financial statements are designed to provide readers with a broad oveniew of the
County’s finances, in a manner similar to a private-sector business. The fund financial statements contain separate
statements for governmental, proprietary and fiduciary fund types and focus on major fund reporting. The notes to the
financial statements are presented last and are an integral part of the basic financial statements.

The Required Supplementary Information follows the notes and contains a Budgetary Comparison Schedule for the
General Fund and Schedules of Funding Progress for the County’s Defined Benefit and Other Post Employment Benefits
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Plans.

Following the financial statements is a series of combining statements. These combining statements provide support for
each column in the basic financial statements that aggregates data from more than one fund. Detail budgetary schedules
for all governmental funds with adopted budgets follow the combining statements.

The statistical section of the CAFR includes charts and graphs which offer a wide range of financial, economic and
demographic comparisons for the current and past nine fiscal years. These statistics provide easily readable economic
analysis and insight into the County’s financial stability.

The Certificate of Achievement for Excellence in Financial Reporting has been awarded to San Luis Obispo County for the
last twenty-eight consecutive years. We believe our current report continues to conform to the Certificate of Achievement
program requirements, and we have submitted it to the Government Finance Officers Association (GFOA) for a
determination.

Included with the CAFR is the Single Audit Report which presents the results of the audit on federal programs in
compliance with the U.S. Office of Management and Budget (OMB) Circular A-133. Copies of both reports are available
on the County’s website (www.slocounty.ca.gowAC) under Auditor-Controller Financial Reports.

Also included with the CAFR is the Agreed-Upon Procedures report which presents the results of the external auditor's
procedures performed regarding the Los Osos Landfill Financial Means Test Certification.

Finally, also submitted is a required communications letter provided by our auditors. The purpose of the letter is to
communicate to the Board the scope of audit procedures performed, significant findings, and other information, such as
audit adjustments and significant estimates that aren’t communicated in the audited financial statements. Reported with
the letter is an audit finding involving two receipts for State Aid that were recorded in the wrong fiscal year in the Capital
Projects Fund. The payments were received after the June 30 year end, one in late July and one in early August. The
total amount of the two payments was approximately $3,300,000. These two payments, for annual reporting purposes,
should have been posted to the prior fiscal year. The owersight was identified by the outside auditors and corrected in the
fiscal year 2013-2014 CAFR. The finding was a financial statement reporting issue and did not impact operations. This
finding was a result of us not training new staff assignments properly and emphasizing the importance of the year-end
review of subsequent deposits. We have provided training on our current procedures which will prevent this from
happening again.

OTHER AGENCY INVOLVEMENT/IMPACT

Preparation of this report requires the cooperation and assistance of all county departments. We especially appreciate
the contribution made by the staff of Public Works, General Senices, and Pension Trust.

FINANCIAL CONSIDERATIONS

The funding for these audited reports has been previously approved. No additional funding is required. This CAFR will be
supplied to bond rating firms and governmental regulatory agencies for their use.

RESULTS

Completion of these reports enables the County to comply with the State and Federal reporting requirements and provide
the Board of Supenvisors and the public with county-wide audited financial information.

ATTACHMENTS

1. FY 13-14 Los Osos Landfill Report
2. FY 13-14 Gallina Communication Letter
3. Clerk’s Filed Attachment
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(@] GALLINA..,

ACERTIFIED PUBLIC ACCODUMNTANTS

INDEPENDENT ACCOUNTANT’S REPORT

The Board of Supervisors
County of San Luis Obispo
San Luis Obispo, California

We have performed the procedure, noted below, which was agreed to by you, to the accounting
records of the County of San Luis Obispo, solely to assist you in connection with a determination
as to whether the schedule known as the Los Osos Landfill Financial Means Test Certification —
Alternative I, is accurate as compared to the audited financial statements for that period. This
engagement to apply agreed-upon procedures was performed in accordance with standards
established by the American Institute of Certitfied Public Accountants. The sufficiency of the
procedures is solely the responsibility of the specified users of the report. Consequently, we
make no representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose.

e We compared the information contained in the worksheet entitled “Alternative I”” with the
information contained in the audited financial statements.

Results:

There were no differences between the information reported in the worksheet entitled
“Alternative I”” and the audited financial statements of the County of San Luis Obispo for the
year ended June 30, 2014.

We were not engaged to, and did not, perform an audit, the objective of which would be the
expression of an opinion on the specified item. Accordingly, we do not express such an opinion.
Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.

This report is intended solely for the use of the California Integrated Waste Management Board,
Board of Supervisors, and management of the County of San Luis Obispo and is not intended to
be and should not be used by anyone other than these specified parties.

,ﬁ%mfx;bm

Roseville, California
December 22, 2014

925 Highland Pointe Drive, Suite 450, Roseville, CA 95678-5418
Page 1 of 2 lel: 916.784.7800 m [ax: 916.784.7850 = www.gallina.com
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ALTERNATIVE 1
(Omit if using Alternative II)

1L, Specify amounts of coverage ......... Post closure Maintenance Costs...... ..ucovivine $ 3177569
Corrective Action Costs $ 1,035.979

................................................ TOTAL COSTS wis: sssssswnanss swosssnsesns susmpsaosanirs 4,213,548
2. Is the local government currently in default on any outstanding general obligation bonds? Yes O ol
3 Does the local government have any outstanding general obligation bonds rated lower than

Baa by Moody's or BBB as issued by Standard and POOI'S?....... ...eeeeeiees veveevenennes Yes[] Nolll
4. Has the local government operated at a deficit equal to five percent or more of total annual

revenue in each of the past two fiscal YEArs? .....ccccur ssviosiinss somsmvsnsss seessaannines Yes [] No .
5. Has the local government received an adverse opinion, disclaimer of opinion, or other qualified

opinion from the independent certified public accountant (or appropriate State agency)

auditing its financial statement as required under §22249(a)7.. ......coees vvviiiiiinn, Yes[1 No B

If 2, 3,4 or 5 = YES, STOP! The local government is NOT eligible to assure its obligations under
§22249.

If 2,3,4, and 5 = NO, CONTINUE BELOW.

6. Sum of costs assured under §22249 (total of all costs shown above and including the two

numbered paragraphs of the letter to CIWMB) ..ccuivies csmmissimses sssssumesins sansisesress $ 4,213,548
w7 TotalEmnua] TeVENUR s s smms o i St S, ST $ 409,850,000
* 8. (6= o $ 139,239,999
*9, i[5, G o] [ el U] [N ——— e ——— DT $ 96,748,001
10. Sum of cash and marketable securities (line 8 + liN€ 9).cvuvvves vevvrvviiins ciiiiiiniiens $ 235,988,000
*11, Total EXPENAITUIES ...vvivvies cerriieiiiis cereiiiirees cirereernis crrseeeerns seeernnaaaes srserssananes $ 353,411,000
12, Abntal deBt SETVIES s s s sonssssiss M smEmGTs HEEATTEE Wy $ 6,070,000

13, 43% Threshold Limit on Assured Costs:
IS INE 6 = 43% OF 1€5S OF N 721 ceveeeeeeees eeeereeees eeeeeeesss eevesssseses sressensasens Yes [l No[J

14. Liquidity Ratio:
Is line 10 divided by line 11 greater than or equal to 0.057...... coooviiiiie ciiiiiiinnne Yes [l No [

15, Debt Service Ratio:
Is ling 12 divided by line 11 less than or equal 10 0.207 .cuemsss swssimsmmmss ssssmsrncons Yes . No []

I hereby certify that this letter is worded as specified by the California Integrated Waste Management Board and is
being executed in accordance with the requirements of Title 27, California Code of Regulations, Division 2,

Subdivision 1, Chapter-6, section 22249.
@ ; ;o f

= i\
) \ L —
o
v
[

P o' Meew T wwawes JAMES P. ERB
Signatu% ............ Typed or Printed Name
CHIEF FINANCIAL OFFICER/AUDITOR-CONTROLLER ........... 12-22-14
Title e Date
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(@] GALLINA .,

ICERTIFIED PUBLIC ACCOUNTANTS

To the Honorable Board of Supervisors
of the County of San Luis Obispo, California

We have audited the financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining
fund information of the County of San Luis Obispo, as of and for the year ended June 30, 2014,
which collectively comprise the County’s basic financial statements and have issued our report
thereon dated December 16, 2014. We did not audit the financial statements of the San Luis
Obispo County Pension Trust Fund and the First 5 San Luis Obispo County. Those financial
statements were audited by other auditors whose reports thereon have been furnished to us.
Professional standards require that we provide you with the following information related to our
audit.

Our Responsibilities under U.S. Generally Accepted Auditing Standards and OMB Circular A-133

As stated in our engagement letter dated May 15, 2014, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not absolute
assurance that the financial statements are free of material misstatement and are fairly presented
in accordance with U.S. generally accepted accounting principles and to express opinions based on
the assurance obtained. Because an audit is designed to provide reasonable, but not absolute
assurance, and because we did not perform a detailed examination of all transactions, there is a
risk that material misstatements may exist and not be detected by us. Our audit of the financial
statements does not relieve you or management of your responsibilities.

In planning and performing our audit, we considered the County’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinions
on the financial statements and not to provide assurance on the internal control over financial
reporting. We also considered internal control over compliance with requirements that could have
a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.

As part of obtaining reasonable assurance about whether the County’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit. Also, in accordance with OMB
Circular A-133, we examined, on a test basis, evidence about the County’s compliance with the
types of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement applicable to each of its major federal programs for the



purpose of expressing an opinion on the County’s compliance with those requirements. While our
audit provides a reasonable basis for our opinion, it does not provide a legal determination on the
County’s compliance with those requirements.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our engagement letter dated May 15, 2014.

Qualitative Aspects of Accounting Practices
Significant Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the County are described in Note 1 to the financial
statements.

As described in Note 18 to the financial statements, the County changed accounting principal
related to debt issuance costs by adopting GASB Statement No. 65, (Items Previously Reported as
Assets and Liabilities), which requires debt issuance costs to be recognized as an expense in the
period incurred. Prior to GASB No. 65, the County was recognizing the debt issuance costs related
to its long-term debt as an expense in a systematic manner over the duration of the related debt.
Accordingly, the cumulative effect of the accounting change as of the beginning of the year is
reported in the statement of net position.

Other than the new accounting policy described in the previous paragraph, no new accounting
policies were adopted, and the application of existing policies was not changed during the year
ended June 30, 2014. We noted no transactions entered into by the County during the year for
which there is a lack of authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimate(s)
affecting the financial statements were:

e Allowance for uncollectible accounts: Management’s estimate is based on past experience
and subsequent collections. We reviewed management’s calculation of the allowance.
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e (Claims liability: Management’s estimate is derived from actuarial valuations obtained from
experts. We agreed the claims liability reported in the financial statements to those
reported in actuarial reports prepared and issued during the year being audited.

e OPEB liability: Management’s estimate is derived from actuarial valuations obtained from
experts. We agreed the claims liability reported in the financial statements to those
reported in actuarial reports prepared and issued during the year being audited.

e Liability for solid waste landfill closure and postclosure costs: Management’s estimate is
based on engineering estimates of future costs to be incurred. We reviewed the engineer’s
estimate.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit other than those that are trivial, and communicate them to the appropriate level
of management. Management has corrected all such misstatements. The following material
misstatement detected as a result of audit procedures were corrected by management:

e Adjustreceivable and related intergovernmental revenue account balances by $3.3 million
in the capital projects fund to properly account for reimbursements for fiscal year 2013-14
project expenditures.

Immaterial Misstatements Not Corrected by Management
Management passed on the following adjustments:

e Adjustmentto total pooled cash to account for the fair value of the County’s investments at
June 30, 2014. The proposed adjustment to pooled cash and investments was less than 1
percent of the total value of the pooled cash and investments at June 30, 2014.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or
auditing matter that could be significant to the financial statements or the auditor’s report. We are
pleased to report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated December 16, 2014.
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Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the governmental unit’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the County’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention.

Other Matters

We applied certain limited procedures to the management’s discussion and analysis, budgetary
comparison schedules, and the schedules of funding progress for both the defined benefit
retirement plan and the other post employment benefits plan (OPEB), which is required
supplementary information (RSI) that supplements the basic financial statements. Our procedures
consisted of inquiries of management regarding the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We did not audit the RSl and do not express an opinion or provide any assurance on
the RSI.

We were engaged to report on the combining and individual nonmajor fund statements and
schedules, which accompany the financial statements but are not RSI. With respect to this
supplementary information, we made certain inquiries of management and evaluated the form,
content, and methods of preparing the information to determine that the information complies
with accounting principles generally accepted in the United States of America, the method of
preparing it has not changed from the prior period, and the information is appropriate and
complete in relation to our audit of the financial statements. We compared and reconciled the
supplementary information to the underlying accounting records used to prepare the financial
statements or to the financial statements themselves.

We were not engaged to report on the introductory and statistical sections, which accompany the

financial statements but are not RSI. We did not audit or perform other procedures on this other
information and we do not express an opinion or provide any assurance on it
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Restriction on Use

This reportis intended solely for the information and use of management, the Board of Supervisors
and management of the County of San Luis Obispo and is not intended to be and should not be
used by anyone other than these specified parties.

ﬁ%ﬁu@m

Roseville, California
December 16, 2014
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CLERK's FILED

Attachments

County of San Luis Obispo Comprehensive Annual Financial Report 2013-14
County of San Luis Obispo Single Audit Report FY 2013-14

These documents are available at the San Luis Obispo City-County Library
or on-line at: http://www.slocounty.ca.gov/AC/Financial_Reports.htm
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